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1 . WE DO NOTHAVE STRONG RATIONALE POR ACCEDING TO SOMALI SEC- 
RETARY MOHAMED ADEN'S REQUEST (REP A) THAT U.S. FORGIVE OR 
STRETCH OUT PAYMENTS ON MOGADISCIO WATER LOAN. 

2. WHILE ADEN'S STATEMENT IS CORRECT THAT WATER RATES IN MOGA- 
DISCIO ARE CONSIDERABLY HIGHER THAN THEY WERE PREVIOUSLY, 
PUBLIC RECEPTIVITY OP THE NEW WATER SERVICE HAS BEEN OVER- 
WHELMINGLY PAVORABLE AND THE PROBLEM THAT THE WATER AGENCY 
PACES IS TO SATISPY THE DEMAND POR THE SERVICE (INSTALLING 
ADDITIONAL SERVICE CONNECTIONS AND METERS TO THE NEW MAINS). 
HIS REFERENCE TO CHINESE-FINANCED WATER PROJECTS IN SOMALIA 

IS ALSO SOMEWHAT ERRONEOUS. SO PAR AS WE KNOW, THE CHINESE 
HAVE ACTUALLY INSTALLED MUNICIPAL WATER SYSTEM IN ONLY ONE 
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SOMALI CITY, HARGEISA. BELIEVE THIS WAS PINANCED UNDER USUAL 
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CHINESE AID TERMS OF INTEREST-FREE LOAN. HAVE NO DETAILS ON 
CURRENT WATER RATES IN HARGEISA, BUT WOULD BE VERY SURPRISED 
IF THEY ARE PROVIDED GRATIS. 

3. TERMS OF USAID LOAN ARE VERY SOFT. (GSDR PAYMENTS TO USG 
ARE ONLY ONE PERCENT INTEREST PAYMENT FOR FIRST TEN YEARS, IN- 
CREASING TO TWO AND ONE-HALF PERCENT INTEREST PLUS PRINCIPAL 
REPAYMENT DURING SUBSEQUENT FORTY YEARS.) THUS, FINANCIAL 
BURDEN TO SOMALIA WOULD BE ONLY ABOUT $80,000 PER ANNUM FOR 
THE NEXT EIGHT YEARS. 

4. CASE CAN BE MADE ALONG LINES ADEN'S ARGUMENT THAT U.S. 

WOULD DEMONSTRATE ITS WILLINGNESS ASSIST GSDR BY MAKING POLITICAL 
GESTURE TO DEFER PAYMENTS ON LOAN. HOWEVER, WE BELIEVE THAT 
MOGADISCIO WATER LOAN IS A GOOD ECONOMIC PROJECT, AND THAT 
POLITICAL GESTURE WOULD BE MORE APPROPRIATE AND DESIRABLE VIA 
ACTION TO FORGIVE A PORTION OF ONE OF THE EARLIER SOMALI LOANS 
(649-H-OOl) WHICH HAS BEEN THE SUBJECT OF LITIGATION IN U.S. 

COURTS AND WHERE THE PROJECT WAS NOT A GOOD ONE (SEE MOGADISCIO 
1739 OF NOV 1973). ALTHOUGH DEPARTMENT AND REDSO ARE AWARE THAT 
WATER AGENCY HAS FOUND IT DIFFICULT TO MAKE INTERNAL PAYMENTS 
REQUIRED UNDER THE CONTRACT TO THE MINISTRY OF FINANCE, WE HAVE 
HAD NO INDICATION FROM GSDR OFFICIALS THAT SOMALIS WERE PLANNING 
TO MODIFY EXISTING MOGADISCIO WATER RATES, OR TO SEEK FORGIVE- 
NESS OR STRETCH OUT OF REPAYMENT TERMS TO USG. IN THIS CONNECTION, 
MOHAMED ADEN MADE NO MENTION OF MOGADISCIO WATER IN HIS CON- 
VERSATION WITH AMBASSADOR KIRK ON APRIL 6 (MOGADISCIO 488). 

5. IN MEANTIME, BELIEVE BEST APPROACH IS TRY TO GET EARLY 
APPROVAL FOR A RELEASE OF UNCOMMITTED LOAN FUNDS FOR PAYMENT 
OF WATER AGENCY SERVICE CONNECTION COSTS (MOGADISCIO 547). 

KIRK 
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